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Ladi es and Gentl enen:

Encl osed for filing are the original and three (%z
copies of the Comments of = Phillips Petroleum Conpany a d
Phillips 66 Natural Gas Conpany on the DOT's proposed gas gath-
ering line definition revision. Please indicate the tinme of
filing by stanp|n% the encl osed additional copies of this cover
letter to me in the enclosed self-addressed stanped envel ope.

Sincerely yours,

g@%&‘-
LarYy Pain

Attorney for

Phillips Petroleum Conpany and
Phillips 66 Natural Gas Conpany
1256 Adams Buildin
Bartlesville, OK 74004

(918) 661-6355
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RESEARCH AND SPECI AL PROGRAMSADM NI STRATI ON

Gas Gathering Line Definition ) Docket No. PS-122

N TI AL COMMENTSOF

|
PH LLI PS PETROLEUM COMPANY AND
PH LLIPS 66 I\lA?U?% GAS COMPANY

Phillips Petrol eum Conpany (”ppco”) and Phillips 66

Natural Gas Conpany (”P66NGC”), collectively (”Phillips”) re-
spectfully submt these comments in response to the Notice of
Proposed Rul emaking issued in the captioned case on Septenber

19, 1991, 56 Fed. Reg. 48505.

.
COMMUNI CATI ONS

Communi cations regarding this proceeding should be
sent to:

M. Patrick 0. Mullens

Director, Pipeline Systens, Mpping, and Storage
Phillips Petrol eum Conpany

151-A Phillips Building Annex

Bartlesville, OK 74004

(918) 661-3732

Larry Pain

Seni or Attorne?/

Phillips Petroleum Conpany
1256 Adans Buil di ng
Bartlesville, OK 74004
(918) 661-6355
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PH LLIPS GAS GATHERING ACT| VI Tl ES

Bot h PPCO and peéeNGC are Del aware corporations with their prin-

ci pal places of business at Bartlesville, Cklahoma. P66NGC is a
whol |y owned subsidiary of PPCO Both conpanies are extensively
engaged in natural gas gathering operations. Together they
operate approximately 24,000 mles of gas gathering lines. PPCO
is a large producer of natural gas in the United States and
engages in gas gathering activities in conjunction with its gas
produci ng operations. P66NGC assunmed PPCO’s significant gas
gathering, purchasing, processing and resal e business as of

January 1, 1986, and owns the great bulk of Phillips' 29 gas
processing plants and about 22,000 mles of gas gathering |ines
in the United States. P66NGC typically purchases gas at or near
the wellhead at | ow pressures, gathers the gas to a central

poi nt where gas processing for renoval of natural gas |iquids
occurs, and resells the remaining residue gas to various custom
ers. Both PPCO and peeNGC are classified as independent produc-
ers under regulations of the Federal Energy Regul atory
Commission under the Natural Gas Act of 1938, and do not direct-
|y engage in gas transmi ssion activities. P66NGC is the |argest

producer of natural gas liquids in the United States.




[T,
THE PROPOSED RULE SHOULD BE ADOPTED.
The Notice of Proposed Rul emaking issued by the De-

partment of Transportation (”DOT”) in this case thoroughly
outlines the circularity and anbiguity of its current gas gath-
ering definition under the Natural Gas Pipeline Safety Act of
1968, 49 U.S.C. §1801, et seq. (”NGPSA”) and the DOT’s detailed
consideration of alternative gas gathering definition fornmula-
tions over the |last several years.

Phillips congratulates the DOT on the thoroughness of
its review and its obvious desire to remain faithful to the
intent of Congress in fornulating a gas gathering definition
simlar to that which would have been contenplated by the nem
bers of Congress in adopting the NGPSA. The legislative history
of the NGPSA reveals that Congress was contenplating reliance
upon interpretations of the Federal Power Comm ssion and | ater
t he Federal Energy Regul atory Comm ssion under the Natural Gas
Act and its construction of the gathering exenption fromjuris-
diction under that Act, 15 U.S.C. §717(b).

The DOT’s proposed definition generally remains faith-
ful to the approaches used historically by the DOT in its own
enforcement of the NGPSA and to the broad criteria for the gas
gat hering exenption established by the FPC and FERC under the
Natural Gas Act. These include the traditional "behind the

plant" test that regards as gathering all facilities behind an




i ndependent producer% field area gas processing plant, the
"central point in the field test” which is nore frequently
applied in situations where there is no gas processing plant,
and the "primary function” test. The "primary function" test
initially looked to the character of the conpany involved: in
cl ose cases, the FPC and the FERC were nore inclined to grant
gathering status when an independent producer was involved.
Later, the "primary function” test was broadened by the FERC to
include the other major tests. In Earmand Industries Inc., 23
FERC 161, 063 (1983), the FERC stated that it would applythe
following primary considerations in gathering-transm ssion
classification cases: (1) pipe diameter in length, (2) location
of conpressors and processing plants, (3) extension of the
facilities beyond the central point in the field, (4) well
locations in relation to the facilities, and (5) the overal
geogr aphi cal configuration of the system

In 1990, the FERC revised its Farmand criteria some-
what by announcing its willingness to consider the changing
techni cal and geographic nature of exploration and production
particularly including advances in technology that enable nore
renote offshore drilling, which in turn necessitates relatively
| ong connecting pipelines in deeper offshore waters. |In Amerada

Hess corp., et al.., Docket No. cP89-692-001, et al., 52 FERC

961,268 (Septenber 17, 1990), the FERC in a single Oder dealt
with sone twenty-one (21) gas pipeline systenms, finding all but

one to be exenpt gas gathering facilities. The Amerada Hess




Order was issued in response to appellate court decisions in EP

Qoerating Co. v. FERC 856 F.2d 46 (5th Gr. 1989) and Northwest
Pipeline Corp. V. FERC 905 F.2d4 1403 (10th G r. 1990), both of

whi ch reversed findings that particular pipeline systenms were
transm ssion systens. The DOI's proposed approach is generally
consistent with these determ nations.

The DOT shoul d recogni ze, however, that the gathering-
transm ssion distinction is occasionally difficult to nake, and
al ways depends upon individual facts and circunstances. In
adopting the revised rule, the DOT should acknow edge the con-
tinuing need for case by case resolutions of the status of
particular pipelines. The DOT should remain willing to grant
wai vers of pipeline safety jurisdiction or to classify as gas
gathering lines those that neet the general criteria for gas
gathering established in the case |law, where the rural |ocation
and character of the lines indicate that safety regul ati on woul d

be uneconom cal or inappropriate.

V.

THE " BEH ND THE PLANT* EXEUPTI ON
SHOULD BE REVI SEDLAAI{I‘D CLARI FI ED.

Subparagraph (1) of the proposed gas gathering |ine

definition establishes an applicable end point for a gas gather-
ing line of:

(1) The inlet of the first natural gas pro-
cessing plant used to renove liquified
petrol eum gases or other natural gas |iqg-
ui ds. (enphasi s added)



Thi s subparagraph should be revised by deleting ”#first* and
substituting ”field”, so that reference would be nmade to the
inlet of the field natural gas processing plant used to renove
liquified petroleum gases or natural gas liquids. In discussing
this aspect of the definition at 56 Fed. Reg. 48505 (Col. 1), the
DOT draws a distinction between field gas processing facilities
which are frequently operated by independent producers and
"straddl e plants” which are located on gas transm ssion |ines
and usually operated by pipeline conpanies. Phillips agrees
that all pipelines upstream of a straddle plant should not be
exenpt from safety regulation; but a rigid rule inposing a
transmssion classification on all |ines downstream of anv
processing site is overly broad and rigid.

In a nunber of situations, PeeNcc purchases or ot her-
W se receives gas fromthe outlet of a field processing facility
owned or operated by others. Frequently, but not always, these
facilities are relatively snall, skid-nounted, portable facili-
ties that include sonme refrigeration equipnent capable of re-
nmovi ng heavi er natural gas |iquids conponents. Such facilities
cannot fully extract the natural gas liquids contained in the
raw gas stream Pee6eNGC finds it econom cal to further gather
and process gas which has been processed in such facilities in
order to renove ethane and propane and any heavier natural gas
l'i qui ds conponents which may remain in the stream Yet these
field area facilities are often in renote |ocations: P66NGC’s

gas gathering systemretains a network-like configuration and



connects nunerous wells beyond the outlet of such processing
facilities. A connection to such a field processing facility
does not indicate that the raw gas gathering system receiving
sone sem -processed gas is a transm ssion system

The proposed rule as drafted mght condemm | arge
portions of sone of PééNGC’s gat hering systens to transm ssion
classification if rigidly applied. Such action, however, would
violate the intent of Congress in the NGPSA to exenpt rural gas
gathering facilities. The DOT should revise subparagraph (1) of
the definition as necessary to renove the "first processing
plant” |imtation, which has potentially rigid and unwarranted
applications. Qur suggested substitution of 7field” for ”first”
woul d make the end point a reference to all field area pro-

cessing facilities, but not including ”straddle” plants.

Phillips construes the proposed definition of "produc-
tion facility" inits reference to piping or associ ated equip-
ment used in the production of gas and in field conpression to
exclude from pipeline safety jurisdiction those snall, generally
| ow pressure pipelines which are frequently laid in the sane
easenents as gas gathering lines and which return residue gas to
oil and gas producing | eases for | ease use or to gas gathering
system field conpressor sites where the gas is used as conpres-

sor fuel



V.

ANY RECLASS| FI CATI ONS OF PI PELI NES
SHOULDREW RE LI

ONLYMAINTEIIANI\&R TR EN%gS AND

The DOT assesses that relatively few pipeline reclas-

sifications from gathering to transm ssion or distribution |ine
status wll result from the proposed definition. Phillips
concurs with and supports that result as being with consistent
Wi th congressional intent. 1In those situations where a reclas-
sification may prove necessary, however, DOT should acknow edge
that the pipelines in question have already been designed and
constructed, and that the portions of its regulations in 49
CFR Part 192 dealing wth design, construction, and testing
cannot feasibly apply: uneconom cal redesign, reconstruction and
testing of the pipelines in question should be avoided by a
wai ver of any applicable requirements. The DOT should clarify
that as to reclassified lines, 49 CF. R Part 192 B through G
and J will not apply. Only the operation, naintenance, and
reporting regulations can feasibly apply to existing reclas-
sified lines. This approach is simlar to that used in order

"grandfathering” exenptions to pipeline safety regulation

VI
CONCLUSI ON

Phillips appreciates this opportunity to conment upon



the DOT’s substantially inproved gas gathering definition pro-
posal. Phillips urges that the proposed rule be adopted wth

the changes and clarifications discussed above.

Respectful ly submtted,

PH LLI PS PETROLEUM COVPANY
PHI LLI PS 66 NATURAL GAS COVPANY

Patrick 0. Mullens

Director, Pipeline Systens,
Mapping, and Storage

151-A Phillips Buil di ng Annex
Bartlesville, K 74004

(918) 661-3732

Novenber 22, 1991



